SAN  FRANCISCO  PUBLIC  LIBRARY 


3  1223  08679  3552 


o 

o 
o 


5/S 


San  Francisco  Public  Library 

Government  Information  Center 
San  Francisco  Public  Library 
100  Larkin  Street,  5t1i  Floor 
San  Francisco,  CA  94102 

REFERENCE  BOOK 

Not  to  be  taken  from  the  Library 


SAN  FRANCISCO 
ARTS  COMMISSION: 

The  Mission  Cultural  Center  for 
Latino  Arts  Properly  Used  Grant 
Funds  But  the  Arts  Commission 
Needs  to  Clarify  Provisions  of  the 
Grant  Agreement 


o 

C 


D 

REF 

708.1946 

Sa578m 

2010 


0 

O 

Q> 

O 

■  MM 

o 

GOVERNMENT 
DOCUMENTS  DEPT 

JAN  -6  2010 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


January  5,  2010 


San  Francisco  Public  Library 

Government  Information  Center 
San  Francisco  Public  Library 
100  Larkin  Street,  5th  Floor 
San  Francisco,  C A  94102 

REFERENCE  BOOK 


SAN  FRANCISCO 
ARTS  COMMISSION: 

The  Mission  Cultural  Center  for 
Latino  Arts  Properly  Used  Grant 
Funds  But  the  Arts  Commission 
Needs  to  Clarify  Provisions  of  the 
Grant  Agreement 


Not  to  be  taken  from  the  Library 


c 

CO 


GOVERNMENT 
DOCUMENTS  DEPT 

JAN  -6  2010 


January  5,  2010 


SAN  FRANCISCO 
PUBLIC  LIBRARY 


CONTROLLER'S  OFFICE 
CITY  SERVICES  AUDITOR 

The  City  Services  Auditor  was  created  within  the  Controller's  Office  through  an  amendment  to  the 
City  Charter  that  was  approved  by  voters  in  November  2003.  Under  Appendix  F  to  the  City  Charter, 
the  City  Services  Auditor  has  broad  authority  for: 

•  Reporting  on  the  level  and  effectiveness  of  San  Francisco's  public  services  and 
benchmarking  the  city  to  other  public  agencies  and  jurisdictions. 

•  Conducting  financial  and  performance  audits  of  city  departments,  contractors,  and  functions 
to  assess  efficiency  and  effectiveness  of  processes  and  services. 

•  Operating  a  whistleblower  hotline  and  website  and  investigating  reports  of  waste,  fraud,  and 
abuse  of  city  resources. 

•  Ensuring  the  financial  integrity  and  improving  the  overall  performance  and  efficiency  of  city 
government. 

The  audits  unit  conducts  financial  audits,  attestation  engagements,  and  performance  audits.  Financial 
audits  address  the  financial  integrity  of  both  city  departments  and  contractors  and  provide  reasonable 
assurance  about  whether  financial  statements  are  presented  fairly  in  all  material  aspects  in 
conformity  with  generally  accepted  accounting  principles.  Attestation  engagements  examine,  review, 
or  perform  procedures  on  a  broad  range  of  subjects  such  as  internal  controls;  compliance  with 
requirements  of  specified  laws,  regulations,  rules,  contracts,  or  grants;  and  the  reliability  of 
performance  measures.  Performance  audits  focus  primarily  on  assessment  of  city  services  and 
processes,  providing  recommendations  to  improve  department  operations. 

The  audits  unit  conducts  the  audits  in  accordance  with  the  Government  Auditing  Standards  published 
by  the  U.S.  Government  Accountability  Office  (GAO).  These  standards  require: 

•  Independence  of  audit  staff  and  the  audit  organization. 

•  Objectivity  of  the  auditors  performing  the  work. 

•  Competent  staff,  including  continuing  professional  education. 

•  Quality  control  procedures  to  provide  reasonable  assurance  of  compliance  with  the  auditing 
standards. 


Audit  Team:    Helen  Starrs,  Audit  Manager 

Edvida  Moore,  Associate  Auditor 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Ben  Rosenfield 
Controller 


Monique  Zmuda 

Deputy  Controller 


January  5,  2010 

Luis  Cancel,  Director  of  Cultural  Affairs 
San  Francisco  Arts  Commission 
25  Van  Ness  Avenue,  Suite  240 
San  Francisco,  CA  94102 

Dear  Mr.  Cancel: 

The  Controller  Office's,  City  Services  Auditor,  presents  its  report  on  the  financial  review  of 
the  Mission  Cultural  Center  for  Latino  Arts.  The  Mission  Cultural  Center  for  Latino  Arts 
(Mission  Cultural  Center),  a  nonprofit  organization,  operates  using  grant  funds  received  from 
the  San  Francisco  Arts  Commission  (Arts  Commission)  of  the  City  and  County  of  San 
Francisco  (City). 

Grant  Fiscal  Year:    July  1 ,  2007,  through  June  30,  2008 
Awarded  Grant:  $522,179 


•  The  Mission  Cultural  Center  generally  complied  with  the  City's  requirements  for  using 
hotel  tax  grant  funds  received  from  the  Arts  Commission. 

•  To  ensure  accuracy,  the  Mission  Cultural  Center  needs  to  carefully  review  all  invoices 
submitted  for  reimbursement  and  enhance  its  internal  controls  over  payroll-related  cash 
disbursements. 

•  The  Arts  Commission  needs  to  clarify  the  grant  and  lease  agreements  to  ensure 
understanding  and  adherence  with  all  their  terms  and  provisions. 

Responses  from  both  the  Arts  Commission  and  the  Mission  Cultural  Center  are  attached  to 
this  report.  The  Controller's  Office,  City  Services  Auditor,  will  be  working  with  the  Arts 
Commission  to  follow  up  on  the  status  of  the  recommendations  made  in  this  report. 

Respectfully  submitted, 


Results: 


w 

Tonia  Lediju 
Director  of  Audits 


415-554-7500 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554-7466 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 


INTRODUCTION 


Audit  Authority  The  San  Francisco  Business  and  Tax  Regulations  Code, 

Section  515.01  (hotel  tax  ordinance)  requires  the  Office  of 
the  Controller  to  perform  a  financial  review  of  community- 
based  cultural  centers  owned  by  the  City  and  County  of 
San  Francisco  (City)  every  four  years. 

Background  Through  its  Community  Arts  &  Education  (CAE)  program, 

the  San  Francisco  Arts  Commission  (Arts  Commission) 
administers  four  City-owned  neighborhood  cultural  centers 
dedicated  to  promoting  community  revitalization  through  the 
arts  in  economically  disadvantaged  and  underserved  areas. 
The  cultural  centers,  which  are  operated  by  nonprofit  arts 
organizations,  provide  cultural  and  arts  programs  and  are 
available  for  rentals  for  performances,  festivals,  and  gallery 
exhibits.  The  hotel  tax  ordinance  authorizes  the  Arts 
Commission  to  distribute  a  portion  of  the  City's  hotel  tax 
revenues  to  the  cultural  centers  for  their  operation, 
maintenance,  and  programming  activities.  In  return,  the 
cultural  centers  spend  the  funds  for  the  specified  purposes; 
maintain  active  community  support  boards  dedicated  to 
community  outreach,  fundraising,  and  advocacy;  and  are 
required  to  obtain  a  minimum  amount  of  support  (target 
revenue)  from  sources  other  than  hotel  tax  funds. 

The  Mission  Cultural  Center  for  Latino  Arts,  a  California 
nonprofit  organization,  operates  one  of  the  City's  cultural 
centers,  the  Mission  Cultural  Center,  under  a  lease 
agreement  with  the  City.  The  center  is  located  in  a  32,785 
square  foot  building  at  2868  Mission  Street  in  San 
Francisco.  The  Mission  Cultural  Center  has  gallery  spaces, 
a  theater,  visual  arts  studios,  and  administrative  offices. 
The  Mission  Cultural  Center  receives  funding  through  the 
Arts  Commission  under  the  terms  of  a  grant  agreement  with 
the  City. 

In  fiscal  year  2007-08,  the  Arts  Commission  granted  the 
Mission  Cultural  Center  a  maximum  of  $522,179  to  operate 
the  cultural  center.  In  addition,  the  Mission  Cultural  Center 
supported  its  operations  with  revenues  from  the  classes 
and  services  it  provided,  and  with  funding  from  private 
sources. 
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Scope  and  Methodology 


The  purpose  of  this  audit  was  to  comply  with  the 
requirement  in  the  hotel  tax  ordinance  that  the  Office  of  the 
Controller  perform  a  financial  review  of  cultural  center 
operations  every  four  years.  The  audit  covered  the  period 
from  July  1,  2007,  through  June  30,  2008. 

To  conduct  the  audit,  the  audit  team: 

•  Examined  the  applicable  terms  of  the  grant  agreement 
for  fiscal  year  2007-08  between  the  Mission  Cultural 
Center  and  the  Arts  Commission  and  determined 
whether  the  Mission  Cultural  Center  had  complied  with 
those  provisions. 

•  Calculated  the  Mission  Cultural  Center's  funding  from 
sources  other  than  hotel  tax  funds,  and  determined 
whether  it  met  the  target  revenue  specified  in  the  hotel 
tax  ordinance. 

•  Verified  whether  the  Mission  Cultural  Center: 

o  Correctly  accounted  for  and  administered  the  grant 
funds. 

o  Complied  with  the  requirement  for  an  active 

community  support  board, 
o  Spent  its  grant  funds  according  to  its  approved 

budget. 

o  Used  the  grant  funds  for  eligible  expenses, 
o  Complied  with  reporting  requirements. 

This  performance  audit  was  conducted  in  accordance  with 
generally  accepted  government  auditing  standards.  These 
standards  require  planning  and  performing  the  audit  to 
obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  the  findings  and  conclusions  based  on 
the  audit  objectives.  We  believe  that  the  evidence  obtained 
provides  a  reasonable  basis  for  the  findings  and 
conclusions  based  on  the  audit  objectives 
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AUDIT  RESULTS 


The  Mission  Cultural 
Center  Generally  Used 
Grant  Funds  Properly, 
But  the  Terms  of  the 
Grant  and  Lease 
Agreements  Need  to  Be 
Clarified 


The  Mission  Cultural  Center  properly  used  the  $522,179  in 
grant  funds  it  received  from  the  Arts  Commission  from  July 
1,  2007,  through  June  30,  2008,  to  support  its 
programming,  operations,  and  maintenance.  The  Mission 
Cultural  Center  used  the  funds  to  pay  staff  and  independent 
contractors  to  provide  various  cultural  and  technical 
resources  to  the  community  as  well  as  to  pay  for  the 
maintenance  of  the  cultural  center.  The  Mission  Cultural 
Center  also  met  the  grant's  target  revenue  requirement  to 
obtain  revenues  from  sources  other  than  the  Arts 
Commission's  grant  from  hotel  tax  funds. 


Finding  1 


The  Arts  Commission  does  not  strictly  enforce  the 
terms  of  its  grant  and  lease  agreements  with  the 
Mission  Cultural  Center. 


The  audit  revealed  several  instances  in  which  the  grant  and 
lease  agreement  provisions  conflict  with  either  the  hotel  tax 
ordinance  and/or  the  Arts  Commission's  actual  practices  in 
administering  the  grant  and  lease  agreements.  These 
include,  but  are  not  limited  to,  the  following: 

•  The  Arts  Commission  reimbursed  the  Mission  Cultural 
Center  for  health  and  dental  insurance  premiums, 
although  these  types  of  expenses  are  not  included  in 
the  list  of  eligible  expenses. 

•  The  Arts  Commission  reimbursed  the  Mission  Cultural 
Center  for  workers'  compensation,  commercial  liability, 
and  business  automobile  liability  insurance  premiums, 
although  the  lease  specifically  states  that  these 
insurance  coverages  should  be  carried  at  no  cost  to  the 
City. 

•  The  grant  agreement  requires  the  cultural  centers  to 
submit  a  written  notice  of  public  events  to  the  Arts 
Commission  no  later  than  30  days  in  advance  of  the 
event.  However,  in  lieu  of  written  notification,  the  Arts 
Commission  accepts  the  publication  of  pending  events 
on  the  Mission  Cultural  Center's  website  as  a  valid 
substitute.  The  grant  agreement  has  not  been  modified 
to  reflect  this  change;  therefore,  the  Mission  Cultural 
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Center  appears  to  be  violating  one  of  the  grant 
agreement's  provisions. 

•    The  grant  agreement  states  that  the  cultural  centers 
should  submit  copies  of  board  meeting  minutes  within 
30  days  of  the  date  of  the  meeting.  The  Arts 
Commission  does  not  keep  track  of  the  dates  the 
minutes  are  submitted.  According  to  the  Arts 
Commission,  the  cultural  centers  do  submit  meeting 
minutes  within  the  30-day  timeframe.  However,  the  Arts 
Commission  does  not  keep  track  of  the  receipt  dates, 
because  the  cultural  centers  also  submit  the  minutes 
with  their  mid-year  and  final  reports. 

Recommendations  The  Arts  Commission  should: 

1 .  Ensure  that  the  terms  of  the  grant  agreement  are 
consistent  with  the  provisions  of  the  hotel  tax 
ordinance. 

2.  Clarify  the  terms  of  its  grant  and  lease  agreements  with 
the  Mission  Cultural  Center  as  it  relates  to  eligible 
insurance  expenses,  public  notices,  and  meeting 
minutes  to  specifically  define  the  Arts  Commission's 
intent,  or  begin  to  enforce  the  terms  of  these 
agreements,  as  written. 

Finding  2  The  City  Attorney's  signature  is  missing  from  the  Arts 

Commission's  grant  agreement  with  the  Mission 
Cultural  Center. 

The  audit  team  found  that  the  Arts  Commission  did  not 
have  a  fully  executed  copy  of  its  grant  agreement  with  the 
Mission  Cultural  Center.  Three  sets  of  signatures  are 
required  on  the  grant  agreement's  signature  page.  The  first 
represents  the  Arts  Commission,  the  second  represents  the 
Mission  Cultural  Center,  and  the  third  represents  the  San 
Francisco  City  Attorney's  Office.  The  Arts  Commission's 
grant  agreement  with  the  Mission  Cultural  Center  did  not 
include  the  City  Attorney's  signature.  The  grant  agreement 
notes  that  the  City  Attorney's  signature  indicates  approval 
of  the  grant's  format.  It  is  also  one  of  the  signatures 
required  to  show  that  the  grant  agreement  is  "duly 
executed"  as  of  a  specified  date.  The  Arts  Commission 
informed  the  auditors  that  the  missing  signature  was  the 
result  of  an  oversight  on  their  part. 
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3.  The  Arts  Commission  should  take  the  steps  necessary 
to  ensure  that  future  grant  agreements  are  signed  by 
all  required  parties. 

There  is  inadequate  segregation  of  duties  for  the 
disbursement  of  checks  issued  to  the  Mission  Cultural 
Center's  executive  director. 

As  part  of  its  internal  control  procedures,  the  Mission 
Cultural  Center's  executive  director  reviews,  approves,  and 
signs  all  payroll-related  expenditures,  including  her  own 
regular  payroll  checks  and  checks  issued  to  her  for 
compensated  absences,  irrespective  of  amount.  A  second 
signature,  by  a  board  member,  is  required  only  for  checks  in 
excess  of  $1,000  that  are  not  related  to  payroll. 

According  to  the  executive  director,  the  board  authorized 
her  to  approve  and  sign  her  own  payroll-related  checks  to 
avoid  her  having  to  wait  a  day  or  two  to  cash  her  checks.  In 
the  past,  such  a  wait  often  occurred  because  a  board 
member  was  not  always  available  to  sign  the  executive 
director's  checks  when  paychecks  were  being  distributed. 
Best  accounting  practices  require  segregation  of  duties  for 
key  accounting  functions  such  as  cash  disbursements. 

4.  The  Mission  Cultural  Center's  board  of  directors  needs 
to  institute  a  policy  requiring  periodic  board  review  of 
payroll-related  disbursements  made  to  the  executive 
director,  or  implement  other  procedures  to  ensure 
these  expenses  receives  proper  review  and  approval. 

The  Mission  Cultural  Center  did  not  spend  the  hotel  tax 
grant  funds  that  it  received  from  the  Arts  Commission 
according  to  its  approved  budget. 

The  Mission  Cultural  Center  was  approved  to  spend  46 
percent  of  the  funds  it  received  from  the  Arts  Commission 
for  programming,  40  percent  for  operations,  and  14  percent 
for  facilities  maintenance.  The  Mission  Cultural  Center  did 
not  adhere  to  its  approved  budget;  it  spent  approximately  2 
percent  less  for  programming  and  facilities  maintenance, 
and  4  percent  more  for  operations. 

The  Mission  Cultural  Center  did  not  request  Arts 
Commission  approval  to  transfer  expenditures  from  one  line 
item  to  another  within  the  approved  budget,  as  required  by 


Article  5,  paragraph  5.2  of  the  grant  agreement.  The 
Mission  Cultural  Center's  executive  director  indicated  that 
changes  could  be  made  to  the  approved  budget,  without  the 
need  to  gain  approval,  provided  those  changes  did  not 
deviate  more  than  10  percent  from  the  approved  budget. 
The  Arts  Commission's  Director  of  Community  Arts  and 
Education  confirmed  that  the  Arts  Commission  does  have 
such  an  "unwritten  policy."  The  exhibit  reflects  the  Mission 
Cultural  Center's  initial  and  revised  approved  budgets,  its 
actual  expenditures,  and  the  percentage  by  which  actual 
expenditures  deviated  from  budget,  for  fiscal  year  2007- 
2008. 


EXHIBIT 

1  Comparison  of  Actual  Expenditures  to  Budgeted  Expenses 
1  Fiscal  Year  2007-2008 

Original 
Budget 

Budget 
Increase 

Revised 
Budget 

Percentage 

Actual 
Expenses 

Percentage 

(Under) 

Over 
Budget 

Program 

Operations 

Facilities 

$198,339 
209,015 
74,332 

$41,884 
(1,391) 
0 

$240,223 
207,624 
74,332 

46.00% 
39.76% 
14.24% 

$229,036 
228,069 
65,083 

43.86% 
43.68% 
12.46% 

(2.14%) 
3.92% 
(1.78%) 

Total 

$481,686 

$40,493 

$522,179 

100.00% 

$522,188 

100.00% 

0.00% 

Source:   Mission  Cultural  Center  invoice  and  financial  system  data 


Recommendations  The  Arts  Commission  should: 

5.  Ensure  that  the  budget  terms  of  the  City's  grant 
agreement  with  the  cultural  centers  are  strictly 
enforced. 

6.  As  an  alternative,  include  in  the  grant  provisions  its 
policy  of  not  requiring  written  approval  for  10  percent  or 
less  deviations  from  budget  among  expense 
categories. 

Finding  5  The  Mission  Cultural  Center  used  hotel  tax  funds  to  pay 

Christmas  bonuses  to  its  employees. 

During  fiscal  year  2007-08,  the  Mission  Cultural  Center  paid 
Christmas  bonuses  to  its  employees,  the  expense  for  which 
was  reimbursed  by  the  Arts  Commission.  The  executive 
director  informed  the  audit  team  that  the  Christmas 
bonuses,  which  ranged  from  $100  to  $500,  were  based 
upon  each  employee's  length  of  service. 
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The  executive  director  told  the  audit  team  that  the  bonuses 
were  classified  as  wages  and  salaries,  because  they  did  not 
exceed  the  wage  line  item  in  the  Mission  Cultural  Center's 
approved  budget  for  fiscal  year  2007-08.  The  Arts 
Commission  indicated  that  bonus  expenses  were  approved 
and  reimbursed  because  these  payments  to  employees 
were  in  lieu  of  pay  raises.  Appendix  A  of  the  grant 
agreement  allows  for  only  eligible  expenses  to  be  paid  out 
of  the  grant  funds.  Wages  and  salaries  are  defined  as 
eligible  expenses;  however,  Christmas  bonuses  do  not 
appear  to  meet  this  criterion.  The  Arts  Commission 
approved  and  reimbursed  the  Mission  Cultural  Center  for 
this  expense. 

7.  The  Arts  Commission  should  either  revise  the  grant 
agreement  to  specifically  include  Christmas  bonuses 
as  an  eligible  expense  item,  or  it  should  discontinue  the 
practice  of  reimbursing  the  Mission  Cultural  Center  for 
that  type  of  expense. 

The  Mission  Cultural  Center  did  not  submit  audited 
financial  statements  for  fiscal  year  2007-08  by  the  due 
date. 

The  Mission  Cultural  Center  submitted  all  but  one  report  to 
the  Arts  Commission  in  a  timely  manner.  The  one  report  not 
submitted  by  the  required  due  date  was  the  Latino  Art 
Center's  audited  financial  statements.  That  report  was 
submitted  23  days  late.  The  Latino  Art  Center's  executive 
director  informed  the  audit  team  that  the  center's 
independent  accountant  had  completed  the  report  by  the 
required  due  date;  however,  it  had  inadvertently  not  been 
sent  to  the  Arts  Commission  in  a  timely  manner  because  of 
miscommunication  among  the  center's  staff. 

8.  The  Arts  Commission  should  ensure  that  the  Mission 
Cultural  Center  complies  with  all  the  reporting 
requirements  contained  in  the  grant  agreement. 

Some  Mission  Cultural  Center  invoices  submitted  to 
the  Arts  Commission  for  reimbursement  included 
errors. 

While  reviewing  reimbursed  expenses,  the  audit  team 
found  that  the  Mission  Cultural  Center  had  erroneously: 


•  Included  $1 ,541  for  workers'  compensation  insurance 
related  to  the  previous  fiscal  year,  with  a  reimbursement 
request  for  fiscal  year  2007-08. 

•  Billed  the  Arts  Commission  $140  for  a  $14  payroll 
expense  item.  This  was  a  clerical  error  that  could  have 
been  discovered  with  a  simple  review  of  the  invoice 
prior  to  submission. 

The  Arts  Commission  did  not  catch  these  errors.  As  a 
result,  it  reimbursed  the  Mission  Cultural  Center  $1,541  for 
expenses  that  did  not  meet  the  criterion  requiring  that  an 
expense  be  incurred  during  the  grant  period,  and  $126  in 
excess  of  an  actual  payroll  expense. 

Recommendations  9.    The  Mission  Cultural  Center  should  verify  the  accuracy 

of  the  information  contained  in  the  invoices  that  it 
submits  to  the  Arts  Commission  for  reimbursement. 

10.  The  Arts  Commission  should  carefully  review  future 
invoices  for  errors  before  approving  them  for 
reimbursement. 

Finding  8  The  Mission  Cultural  Center  does  not  have  all 

insurance  coverage  required  by  the  lease  agreement. 

The  Mission  Cultural  Center  does  not  carry  property 
insurance  on  the  building  that  it  leases  from  the  City  for  its 
operations.  The  Arts  Commission  informed  the  audit  team 
that  they  were  not  aware  of  the  portion  of  the  tenant's 
insurance  provision  in  the  lease  agreement  that  requires  the 
City's  cultural  centers  to  have  property  insurance.  Under 
that  provision,  the  Mission  Cultural  Center  is  required  to 
have  property  insurance  on  an  all-risk  form,  excluding 
earthquake,  in  the  amount  of  100  percent  of  the  then- 
current  replacement  value  of  the  building,  premises,  and 
contents.  The  policy  is  required  to  include  the  City  as 
named  insured,  with  loss  payable  to  the  City  and  any 
deductible  not  exceeding  $10,000  for  each  loss. 

Recommendations  The  Arts  Commission  should 

1 1 .  Review  and  clarify  all  the  terms  of  the  agreements  into 
which  it  enters  with  the  City's  cultural  centers,  so  that 
there  is  no  question  as  to  what  is  required  of  its 
grantees  and  tenants. 
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12.  Ensure  that,  prospectively,  the  Mission  Cultural  Center 
acquires  and  maintains  the  required  types  and 
amounts  of  property  insurance  coverage  on  the 
building  that  it  leases  from  the  City  for  its  operations. 
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ATTACHMENT  A:  ARTS  COMMISSION'S  RESPONSE 


SAN  FRANCISCO  ARTS  COMMISSION 


i'lUli-liVUs 

V  I  VRI  »  tilili  IH;n 
l  iii'  I>HIv..n  Rivsia 

m«HUMI>  \I»)V 

ton  mjon 
ri-iiAi  !>>•  iu  >.i->n  - 
■  f  i.ioaMiNi:  ..\iu<. 

I"  mis  Mil 
'KIM  Alii  I1TX  i  I\>'> 

'  i.Y<mmivmuk  \ja: 

■III!  VAN  \l*<.  UIMlH 
US  S-.4  »*>!S0 


I.  I>  \S>>  l  ie  MY 

r.iva:  . 


December  1 5.  2009 

Ms.  Tonia  Ledijii 

Director  of  Audits 

Office  of  the  Controller 

I  Carlton  B.  Goodlett  Place,  Room  3 1 6 

San  Francisco,  California  94 102-4694 

Dear  Ms.  lediju: 

I  have  reviewed  the  recommendations  from  the  Mission  Cultural  Center  for  Latino  Arts 
2007-2008  audit  and  generally  concur  with  the  opinion  of  the  Controller's  audit  staff. 

Specifically,  the  San  Francisco  Arts  Commission  (SFAC)  staff  will  work  closely  with  the 
City  Attorney's  office  to  clarify  guidelines  in  all  matters  pertaining  to  the  grant  and  lease 
agreements  and  will  incorporate  those  guidelines  into  the  FY  20 1 0-20 1  I  agreements. 

in  addition,  the  recommendations  made  to  the  SFACs  Community  Arts  and  Education 
staff  will  be  incorporated  into  the  20 1 0-20 1  I  oversight  requirements. 

Three  key  areas  of  oversight  will  also  be  improved: 

1 .  SFAC  will  work  with  the  City  Attorney's  office  to  create  grant  agreement 
guidelines  that  provide  specific  instructions  on  all  matters  pertaining  to  budget 
reporting. 

2.  SFAC  will  work  with  the  City  Attorney's  office  to  clanfy  grant  and  lease 
agreement  so  that  all  requirements  are  identified  within  the  guidelines  and  that 
those  requirements  are  followed. 

3.  SFAC  will  improve  its  oversight  to  insure  that  all  reporting  requirements 
including  invoicing  are  properly  followed. 

!  want  to  thank  you  and  your  staff  for  your  time  and  effort  on  behalf  of  the  cultural 
center  audits. 

Sincerely. 


Luis  R.  Cancel 


Jmt  I  Director  of  Cultural  Affairs 


LROrt 


25  Van  k  f  < s  avf   Suits  240.  San  Francisco.  CA  04102    tfi.  4 1  s.2S2.2.sio     fax  4ib.2s2.2595 
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ATTACHMENT  B:  MISSION  CULTURAL  CENTER'S 
RESPONSE 


Mission  Cultural  Center  for  Latino  Arts 

A  Unique  Cultuml  Experience! 


MCCLA' S  RESPONSE  TO: 

FINaNCT  VL  REVIEW  OF  THE  MISSION  CULTIIRAL  C ENTER  FOR  LATINO  ARTS 

1.  The  Arts  Commission  does  not  strictly  enforce  the  terms  of  its  grant  and  lease  agreements 
with  the  MCCLA 

MCCLA  will  work  with  the  SFAC  to  ensure  terms  of  the  grant  agreement  are  consistent  with  the 
provisions  of  the  hotel  tax  ordinance. 


2.  The  Gty  Attorney's  signature  is  missing  from  the  Arts  Commission's  Grant  Agreement  with  the 
MCCLA. 

MCCLA  will  work  with  the  SFAC  to  assure  grant  agreements  are  fully  executed  by  all  parties. 


3.  There  is  inadequate  segregation  of  duties  for  the  disbursement  of  checks  issued  to  the 
MCCLA's  Executive  Director. 

(Please  refer  to  audit  finding  /  comments.)  To  avoid  delay  in  payment  to  the  Executive  Director,  and 
because  MCCLA  does  not  offer  direct  deposit,  and  the  Executive  Director's  wages  are  fixed  (unlike 
the  rest  of  the  staff)  the  MCCLA  Board  resolved  to  have  the  ED  sign  her  own  payroll  check.  The 
MCCLA  Board  receives  and  reviews  monthly  financial  reports  that  include  staff's  wages  and  PTO 
accruals.  MCCLA  Board  will  implement  a  procedure  to  ensure  that  these  expenses  receive  proper 
review  and  approval. 

4.  MCCLA  did  not  spend  the  hotel  tax  grant  funds  that  it  received  from  the  SFAC  according  to  its 
approved  budget. 

MCCLA  understood  that  it  was  within  its  discretion  to  make  changes  to  budget  as  long  as  it  did  not 
deviate  more  than  10%  from  approved  budget.  The  percentages  transferred  by  MCCLA  for  FY  07-08 
were  well  below  the  10%  (1.78%-3.92%)  budget  stated  guidelines. 


5.  MCCLA  used  HTF  to  pay  Christmas  Bonuses  to  its  employees. 

These  bonuses  which  ranged  from  $100  to  $500  (2),  and  did  not  exceed  a  total  of  $2,500,  were 
approved  by  the  Board  and  included  as  part  of  the  wages  budgeted  and  submitted  to  the  SFAC's  HTF 
for  FY  07-08. 


2868  Mission  Street  •  San  Francisco.  CA  -94110  -Tel  (415)821-1155  •  Fax  (415)  (415)  648-0933 
www.MissionCulturalCenter.org 


Mission  Cultural  Center  for  Latino  Arts 

A  Unique  Cultural  experience! 


MCCLA'S  RESPONSE  TO: 

FINANCIAL  RF.VIEW  OF  THE  MISSION  CULTURAL  CENTER  FOR  LATINO  ARTS 
continued 


6.  MCCLA  did  not  submit  audited  financial  statements  for  fiscal  year  2007-08  by  the  due  date. 

Because  of  the  City's  budget  situation,  the  SFAC  did  not  have  the  grant  amounts  to  be  allocated  to 
the  centers  by  May  30th.  The  SFAC  asked  all  centers  to  delay  submission  of  the  management  and 
programming  plans  (MPPs)  one  month  later  (until  June  29,  2009).  MCCLA  sent  all  documentation 
required,  including  the  financial  audit  on  June29th,  instead.,  in  accordance  with  the  new  deadline 
established  by  the  SFAC. 

7.  Some  MCCLA  invoices  submitted  to  the  Arts  Commissionfor  reimbursement  included  errors. 

MCCLA  agrees  it  erroneously  billed  the  SFAC  $126.00  for  a  payroll  expense  item,  instead  of  $14. 
MCCLA  will  verify  the  accuracy  of  the  information  contained  in  the  invoices  that  it  submits  to  the 
SFAC. 

8.  MCCLA  does  not  have  all  insurance  coverage  required  by  the  Lease  Agreement 

MCCLA  was  required  to  increase  its  liability  insurance  to  $2million  dollars  5  years  ago,  and  has 
business  personal  property  insurance  in  the  amount  of  $156,000.  However,  MCCLA  was  unaware  it 
had  to  purchase  building  property  insurance.  MCCLA  wilt  requireknowledge  of  the  building  value  in 
order  to  do  so. 

It  is  MCCLA's  understanding  that  the  SFAC  will  determine  with  the  City  this  particular  requirement, 
and  notify  MCCLA  the  type  and  amount  of  insurance  MCCLA  must  purchase  to  satisfy  this 
requirement. 

Submitted  by: 

Jennie  K.  Rodriguez 
Executive  Director 


2868  Mission  Street  •  San  Francisco,  CA  •  94110  ♦  Tel.  (415)  821-1155  ♦  Fax  (415)  (415)  648-0933 
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